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OATH OR AFFIRMATION
1, W\ \\\am T PM Ne , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financtal statement and supporting schedules pertaining to the firm of

_1r-Stav Ananciad , as
of Jdanuary 3l 2008 are true and correct. I further swear (or affirm) that
L)
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

THOMAS PAYNE
i

== _STars of 1exas .
“.;;;. F _._.3:‘ My Commission Expires
Wi & Dacember 04, 2011 ez
J igna}uﬁ

)

Yresident

iy Title
%—' 3-d7-oB

Nolary Public

This report ** contains {check all applicable boxes):

O (a) Facing Page.

O () Statement of Financial Condition.

O (c¢) Statement of Income (Loss).

(J (d) Statement of Changes in Financial Condition.

Ll (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

O (g) Computation of Net Capital,

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

£J () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[ (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

O (1) An Qath or Affirmation.

] (m) A copy of the SIPC Supplemental Report.

O3 (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3}.
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SEIDEL, SCHROEDER & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

To the Board of Directors
Mutual Money Investments, Inc.
d.b.a Tn-Star Financial

In planning and performing our audit of Mutual Money Investments, Inc. d.b.a. Tri-Star
Financial (the Company), as of and for the year ended January 31, 2008, in accordance
with auditing standards generally accepted in the United States of America, we
considered the Company's internal control over financial reporting (intemnal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commuission (SEC),
we have made a study of the practices and procedures followed by the Company
including consideration of control activities for safeguarding secunties. This study
included tests of such practices and procedures that we considered relevant to the
objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

304 East Blue Bell Rd. * Brenham, Texas 77833 « 979/836-6131 « FAX 979/830-8131
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The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC's above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the
Company has responstbility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additionai
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred
to above, error or fraud may occur and not be detected. Also, projection of any evaluation
of them to future periods is subject to the risk that they may become inadequate because
of changes 1n conditions or that the effectiveness of their design and operation may
deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control
that rmght be material weaknesses. We did not identify any deficiencies in internal
control and control activities for safeguarding securities that we consider to be material
weaknesses, as defined above.
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We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures were adequate
at January 31, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, NASD and other regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these

specified parties.

March 27, 2008
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Financial Statements
with
Report of Independent Auditor

January 31, 2008
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SEIDEL, SCHROEDER & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS ADVISORS

INDEPENDENT AUDITORS’ REPORT

Mutual Money Investments, Inc.
d.b.a. Tr1-Star Financial

We have audited the accompanying balance sheet of Mutual Money Investments, Inc. d.b.a. Tri-
Star Financial as of January 31, 2008, and the related statements of income, comprehensive income,
changes in stockholders’ equity and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934, These financial statements are the
responsibility of the Company’s management. Qur responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Mutual Money Investments, Inc. d.b.a. Tri-Star Financial as of January 31,
2008, and the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II and III is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

oy RS NI Lh_a_
March 27, 2008

304 East Blue Bell Rd. * Brenham, Texas 77833 = 979/836-6131 « FAX 979/830-8131
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Mutual Money Investments, Inc. d.b.a. Tri-Star Financial
Balance Sheet
January 31, 2008

Assets

Cash (Note 2) $ 258,289
Deposits with clearing organization and others 182,136
Commissions recetvable (Note 1) 156,483
Federal income tax receivable 4,691
Prepaid expenses 18,208
Furniture and equipment (Note 1) 113,904
Other assets 40,470

Total assets $ 774,181

Liabilities

Commissions payable $ 82,825
Accounts payable 27,297
Accrued and other liabilities 64,076
Notes payable (Note 4) 26,565
Deferred income tax payable (Note 3) 24550
Total labilities | 225,313
Stockholders' equity (Note 6)
Preferred stock 131,105
Common stock 547,253
Retained earnings 211,699
Treasury stock, at cost (350,000)
Accumulated other comprehensive income: unrealized
gain (loss) on securities 8.811
Total stockholders' equity 548,868
Total liabilities and stockholders’ equity 5 774,181

See accompanying notes to financial statements.
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Mutual Money Investments, Inc. d.b.a. Tri-Star Financial
Statement of Income
For the Year Ended January 31, 2008

Revenues
Commissions $ 3,162,078
Interest and other income 112,397
Total revenue 3,274.475

Expenses
Employee compensation and benefits 2,180,534
Marketing and promotion 428,041
Ticket charges 133,885
Communications 40,056
Occupancy and equipment expense 266,818
Fees and assessments 28,854
Other operating expenses 256,236
Total expenses 3,334,424
Income (loss) before tax (59,949)
Income tax provision (benefit) (Note 3) (2,693)
Net income (loss) $ (57,256)

See accompanying notes to financial statements.

3
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Mutual Money Investments, Inc. d.b.a. Tri-Star Financial
Statement of Comprehensive Income
For the Year Ended January 31, 2008

Net income (loss)
Other comprehensive income, net of tax:
Unrealized gains (losses) on securities:

Unrealized holding gains (losses) arising during the period,
net of applicable deferred income taxes

Total comprehensive income (loss)

See accompanying notes to financial statements.

4
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3,680
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Mutual Money Investments, Inc. d.b.a. Tri-Star Financial
Statement of Changes in Stockholders’ Equity

Balance at January 31, 2007
Net income (loss) for current year

Change in unrealized gain
{loss) on securities

Balance at January 31, 2008

For the Year Ended January 31, 2008

Other
Common Preferred Retained Comprehensive Treasury
Stock Stock Earnings Income Stock
3 547,253 § 131,105 % 268,956 § 5131 &  (350,000)
- - (57,256) - -
- - - 3,680 -
3 547,253 § 131,105 § 211,699 % 8811 %  (350,000)

See accompanying notes to financial statements.



Mutual Money Investments, Inc. d.b.a. Tri-Star Financial
Statement of Cash Flows
For the Year Ended January 31, 2008

Cash flows from operating activities:

ll Net income (loss) $ (57,256)

Adjustments to reconcile net income (loss) to net cash provided

(used) by operating activities:
Depreciation 44,741
Deferred income tax benefit (1,108)
Increase (decrease) in cash due to changes in assets '
and liabilities:

Commissions receivable (124,987)

Federal income tax receivable (1,585)
Prepaid expenses 249
Deposits with clearing organizations and others 95

Other assets (8,939)
Commissions payable 60,341
Accounts payable 26,028

Accrued and other liabilities (10,222)

Total adjustments {15,387)

Net cash provided by (used in) operating activities (72,643)

Cash flows from investing activities
Cash payments for equipment (12,301)
Net cash used by investing activities (12,301)

Cash flows from financing activities

Note payments of principal (6,677)
Net cash used by financing activities (6,677)
Net increase (decrease) in cash and equivalents (91,621)
Cash and equivalents, beginning of year 349,910
Cash and equivalents, end of year $ 258,289

See accompanying notes to financial statements.

6
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Notes to Financial Statements
January 31, 2008

Basis of presentation and summary of significant accounting policies

Mutual Money Investments, Inc. (MMII) d.b.a. Tri-Star Financial is a fully disclosed
broker-dealer engaged in the brokerage of fixed income securities and jumbo certificates of
deposit. Fixed income securities brokered are primarily fixed/variable rate mortgage backed
securities including collateralized mortgage obligations and securities issued by the
Government National Mortgage Association (GNMA), Federal National Mortgage
Association (FNMA) and Federal Home Loan Mortgage Corporation (FHLMC.) The
Company’s customers are located throughout the United States and consist of institutional
investors and individuals. During the current year the three largest customers combined
accounted for approximately 26% of commission income. The loss of these customers
would have a significant impact on operations.

The accompanying financial statements are prepared in accordance with generally accepted
accounting principles and with generally accepted accounting practices within the broker

dealer industry. The following 1s a description of the more significant accounting policies.

Revenue and expense recognition

The Company utilizes the accrual basis of accounting. Commission income and expense are
recorded on a trade date basis.

Commissions receivable

The Company extends credit to its customers on an unsecured basis consistent with
practices in the broker dealer industry. Commissions receivable are due from customers
throughout the United States. As of January 31, 2008, commissions receivable due from
broker dealers totaled $156,483.

Investment securities

The Company classifies its investment in debt securities as trading securities since they are
bought and held principally for the purpose of selling them in the near term. Trading
securities are carried at fair value based on market quotations with unrealized gains and
losses reported 1n earnings. Interest income, including amortization of the premium and
discount arising at acquisition, is included in earnings.
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Notes to Financial Statements
January 31, 2008

Basis of presentation and summary of significant accounting policies - continued

Investment securities - continued

The Company’s marketable equity securities are classified as available-for-sale as
prescribed in Statement of Financial Accounting Standards No. 115, “Accounting for
Certain Investments in Debt and Equity Securities.” Marketable securities are carried at
their aggregate market value with unrealized gain or loss reflected as a separate component
of stockholders’ equity. Realized gains and losses are recognized in the statement of income
using cost determined under the specific identification method. The Company’s investment
in available-for-sale securities amounted to $13,881 as of January 31, 2008.

Fixed assets

Fixed assets are stated at cost. Depreciation is provided on a straight-line basis using
estimated useful lives of three to eight years. The cost of ordinary maintenance and repairs
1s charged to expense while major replacements are capitalized. Accumulated depreciation

totaled $460,323 as of January 31, 2008.

Federal income tax

The Company has adopted the provisions of Statement of Financial Accounting Standards
No. 109, "Accounting for Income Taxes." The statement requires the use of the asset and
liability approach for financial accounting and reporting for income taxes. The provision
for income taxes includes federal income taxes currently payable and those deferred
because of temporary differences between the financial statement and tax bases of assets
and liabilities due to differences in tax versus financial statement depreciation and cash
versus accrual accounting for tax and financial reporting purposes.

Statement of cash flows

The Company considers all highly liquid investments with a maturity of three months or
less when purchased to be cash equivalents. Cash payments for interest totaled $35,520
for the year ended January 31, 2008. No federal income tax deposits were made by the
Company during the current year.
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Notes to Financial Statements
January 31, 2008

Basis of presentation and summary of significant accounting policies - continued

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting pertod. Actual results could differ from those estimates.

Cash

Cash consists of deposits with the Company’s clearing broker and various financial
nstitutions. At January 31, 2008 the Company’s deposits with financial institutions were
fully covered by the Federal Deposit Insurance Corporation (FDIC.) Deposits with brokers
are not FDIC insured.

Income taxes

The provision for federal income tax includes the following:

Current benefit $ (2,093)
Deferred benefit (1,108)
Total $(2.693)

At January 31, 2008, deferred tax liabilities recognized for taxable temporary differences
total $58,601. Deferred tax assets recognized for deductible temporary differences total
$34,111. Application of statutory tax rates to pre-tax income differs from the above tax
provision primarily due to non-deductible meals and entertainment expenses for tax
purposes.
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Notes to Financial Statements
January 31, 2008

Notes Payable

The Company has a note payable to a bank due in monthly installments of $752 including
interest at 7.75% through June, 2011. The note is secured by office equipment and the
guarantees of two shareholders.

Aggregate maturities of long-term debt over the next five years are as follows for the years
ending January 31:

2009 $ 7,146
2010 7,720
2011 8,340
2012 3.359
Total $26.565

Leases

Future aggregate annual rentals for office space and equipment as of January 31, 2008 under
rencwable operating leases with initial noncancellable terms in excess of one year are
approximately as listed below for the years ending January 31:

2009 $192,195
2010 150,353
2011 119,354
2012 108,574

Total $370,476

The Company has the option of renewing the office lease for two consecutive 5 year terms.
The Company also has a termination option in January of 2010 subject to the payment of a
termination fee. Tota)] lease expense for the year amounted to $221,323.

10



MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Notes to Financial Statements
January 31, 2008

Common and Preferred Stock

Common Stock

Common stock has no par value. As of January 31, 2008 there were 10,000 shares
authorized and 1ssued. Of these, 4,258 shares were included in treasury stock at a cost of
$250,000 leaving 5,742 shares outstanding.

Preferred Stock

The Company is authorized to issue 10,000 shares of Class A non-voting preferred stock
with a par value of $100 per share. Preferred stock shareholders are entitled to receive non-
cumulative annual dividends based on the liquidation value of the preferred stock ($100 per
share) at a percentage rate equal to the one year Treasury bill rate adjusted annually on the
first day of January. There were no dividends paid or declared in the current year. As of
January 31, 2008 1,311 shares had been issued. Of these, 1,000 shares were included in
treasury stock at a cost of $100,000 leaving 311 shares outstanding with a total par value of
$31,100.

The preferred stock is subject to a stock purchase agreement which provides for the
redemption of preferred stock beginning in the year ended January 31, 2004 subject to
regulatory approval. The agreement requires the Company to redeem up to 10% of the
issued and outstanding shares each year until all shares have been redeemed. Such
redemption is at the option of the stockholder. No redemptions were made in the current
year.

Regulatory requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (rule 15¢3-1), which requires the maintenance of minimum net capital of $100,000
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At January 31, 2008 the Company was in comphance with both
requirements.

11
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Notes to Financial Statements
January 31, 2008

Employee Benefits

Effective May 1, 1997 the Company established a simple 401(k) Profit Sharing Plan
which permits participants, meeting certain eligibility requirements, to make
contributions by salary reduction pursuant to section 401(k) of the Internal Revenue
Code. Substantially all employees of the Companies are covered by the plan. The
Company may, at its discretion, make matching contributions up to 3% of annual
compensation or contribute an amount equal to 2% of annual compensation to the plan.
Participants immediately vest in these contnibutions. During the year ended January 31,
2008 the Company accrued a matching contribution of $36,085.

Related Party Transactions

During the current year the Company earmed commission income of $14,936 from an
affiliated hedge fund and registered investment advisor. The Company owns a limited
partnership interest of less than 1% in this affiliate.

Ingquiry by NASD

The Company has retained legal counsel to respond to an inquiry by NASD regarding the
Company’s mark up on sixteen bond trades during the year ended January 31, 2006. The
Company replied to the inquiry in January of 2006 and has not yet received a response
from the NASD. The Company believes its mark ups were reasonable in the
circumstances. It is uncertain whether or not the Company will be fined and if so, how
much the fine will be. No loss contingency has been recorded in the accompanying
financial statements.

Contingent Liabilities

The Company has been named, along with other companies and individuals, as a
defendant in a lawsuit related to a client’s default on a loan with a financial institution.
The Company is voluntarily responding to a request for documents from the US Attorney
in Alabama investigating the default on the loan. Management denies any wrongdoing in
the matter and plans to vigorously defend itself. No estimate of loss, if any, can be made
at this time.

12
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MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
Schedule 1
January 31, 2008

NET CAPITAL
Total Stockholders' equity $ 548,868
Deductions
A. Non-allowable assets
Qther assets (49,638)
Furniture and equipment, net and rights under leases (113,904)
B. Commissions receivable -
C. Haircuts on securities (6,141)
Net Capital $ 379,185
AGGREGATE INDEBTEDNESS

Items included in the statement of financial condition

Commissions payable $ 82,825
Accounts payable 27,297
Accrued and other liabilities 64,076
Notes payable 26,565
Total aggregate indebtedness $ 200,763

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required $ 100,000

Excess net capital $ 279,185

Ratio: Aggregate indebtedness to net capital. 52.95%
13



MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Computation of Net Capital Under Rule {5¢3-1
of the Securities and Exchange Commission
Schedule 1 - {continued)

January 31, 2008

RECONCILIATION WITH COMPANY'S COMPUTATION
(included in Part II of Form X-17A-5 as of January 31, 2008)

Net capital, as reported in Company's Part 11 (Unaudited) FOCUS report
Audit adjustments

Net capital calculated above

14

$ 378,078
1,107
3 379,185




MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tri-Star Financial
Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
Schedule TI
January 31, 2008

MMII is exempt from the above requirements under rule 15¢3-3(k)(2)(ii) because the Company is a
fully disclosed broker-dealer and does not hold customer securities or funds.

15




—H I Bl S D BN OB G =N D O

MUTUAL MONEY INVESTMENTS, INC.
d.b.a. Tn-Star Financial
Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
Schedule 11T
January 31, 2008

MMII is exempt from the above requirements under rule 15¢3-3(k)(2)(11) because the Company is a
fully disclosed broker-dealer and does not hold customer securities or funds.
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